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Introduction
In recent years, investment managers have preferred the importance of ESG indicators showing long-term performance of those companies in which they have invested their financial resources. Surveys indicate that investors are more and more convinced that ESG integration into their investment decisions maximizes their long-term interest and that good corporate governance and sustainability contribute to creation of long-term value for shareholders.
The The objective of presented contribution is to propose a method of selection of environmental performance indicators at the corporate level, supporting decision-making of investors and being the part of ESG indicators and Integrated Reporting. Application of proposed methodology is clearly illustrated with an example of environmental indicators for performance. Reaching the objective is divided into successive steps. Individual stages of selection of indicators, including description of applied methods, have been defined in the methodology.
Development of research in the area of corporate performance evaluation and corporate sustainability reporting in the Czech Republic has been described by authors (Hřebíček, Soukupová 2009; Kocmanová, Dočekalová 2011; Ritschelova et al. 2010) The most commonly known environmental, economic and social corporate data and information are being monitored, codified, registered and aggregated into Key Performance Indicators (KPIs) (Bassen, Kovacs 2009; DVFA 2009; IFAC 2012) .
The sustainability performance is, however, often understood as performance in environmental, social and economic/ financial terms, thus excluding governance performance (Schaltegger, Wagner 2006) . However, we shall also consider corporate governance (Bhojraj, Sengupta 2003) .
Therefore, a conclusion can be drawn that ESG integration is currently becoming the investment strategy, whereby ESG indicators focus on the economic consequences of long-term risks and opportunities, associated with strategies of companies in which investments are being made. ESG performance indicators are becoming a tool for future cash flows. Primarily, investors want to achieve excellent financial returns under predetermined risk levels (Bartes 2010; Kocmanová, Němeček 2009) .
Even with the growth of socially responsible investment (SRI) such ESG indicators are being incorporated into the investment assessment. Current financial crisis has shifted a stronger focus of the investors on the social and environmental conditions existing in the companies to be covered in their investment analyses. Many companies have also begun to ask themselves how to improve their communication skills on environmental, social and governance factors aiming at these mainstream investors (BSR 2011) Corporate sustainability, that is the capacity of a company to continue operating over a long period of time, depends on the sustainability of its stakeholder relationships (Perrini, Tencati 2006) .
Environmental Performance
An environmental performance indicator of a particular company (indicator of impact of company activity on its environment) is understood as a specific statement, facilitating the measurement of company's environmental performance. Development of environmental indicators has passed through a long evolution. Consumers more and more demand green products and services; on the other hand, businesses and industries are now much more responsive to green issues (Yildiz, Yercan 2011) .
ČSN EN ISO 14000, mainly represented by generic standard ČSN EN ISO 14001, is applied in the ecologically oriented management system in the Czech Republic. The standards accompanying the establishment of systems of environmental management and their auditing shall be governed by the series of standards ČSN EN ISO 14000. The underlying philosophy of these international standards is to assist companies with all areas towards active and independent behaviour in environmental matters.
Environmental performance indicators in the context of the Environmental Management Systems (EMS and EMAS) of the company should address primarily those company environmental impacts that are most significant and those which the company can influence by its operations, management, activities, products and services on environment and sustainable growth. They should fulfil dual purpose of assisting the management of the company and providing information to stakeholders (Hřebíček, Soukupová 2009) .
Key Performance Indicators (KPIs) provide companies with a tool for measurement. KPIs help companies to implement strategies by linking various levels of such companies (organization units, departments as well as individuals) with clearly defined targets and benchmarks.
Corporate environmental (sustainable) reporting forms the part of company environmental communication that is directed from such a company to various target groups. Nowadays corporate environmental reporting has evolved to sustainability reporting, which covers a wider area of the company performance, also including economic and social aspects (Hřebíček, Soukupová, Kutová 2009; Schaltegger, Wagner 2012 ).
Empirical research
A number of successive steps have been taken to construct environmental indicators within the framework of the research. These relate to objective and subjective methods of selection of indicators/performance indicators and use of combination of various statistical methods.
Objective methods, e.g. on the basis of statistical analyses, represent the most appropriate method of the selection of indicators. They provide results based on clear algorithms, coming out only from actual values of such indicators Subjective indicators are based mainly on statements made by the respondents and their reflection of the investigated issue. Nevertheless, rational-logical point of view on monitored indicators is eliminated during the selection procedure. Thus, they are clearly subject to the person and investigated personality (Kuprová, Kamenický 2004) . The instrument of efficiency's measurement is metrics i.e. strict financial or non-financial indicators or evaluative criteria which use efficiency's levels in specific area of enterprise. To analyse and control complex processes and phenomena, the knowledge of their inherent structure is needed (Ginevičius 2010) .
The measurement of the contribution of an economic entity (company, etc.) to the sustainability poses a problem today and is subject to several debates. Based on the information provided by the organizational entities themselves and the information made public, the approach of sustainable value constitutes today the approach most accomplished to assess the sustainable performance (Rhouma 2010) .
The impact of environmental matters on business performance is increasing and will continue to do so. For example, poor management of energy, natural resources or waste can affect current performance; failure to plan for a future in which environmental factors are likely to be significant may risk the long-term value and future of a business. Therefore, it is expected that company shall need to use environmental KPIs to adequately capture the link between more and more environmental, social and economic performance.
As it is clear from the analyses of international organizations (GRI, UNCTAD, IFAC, UN PRI, UNEP FI, OECD, IFRS, EFFAS-DVFA, CFA, etc.), which are dealing with the development of environmental, social and also corporate governance and economic indicators, there are coming to the front the ESG performance indicators, which they recommend to the investors to incorporate into their investment analyses and decision-making processes (CA 2012; CFA 2012; DVFA 2008; IFAC 2012; Nardo et al. 2005) .
On the basis of such processed resources the questionnaire "PERFORMANCE OF THE COMPANY: ENVIRONMENTAL, SOCIAL, ECONOMIC ASPECTS AND GOVERNANCE" has been designed. Such proposed questionnaire has been compiled on the basis of achieved theoretical knowledge, defined areas of solved problem and specific objectives, so that the obtained results may contribute to the setup of key performance indicators (KPI) for the companies in the manufacturing industry according to CZ-NACE in the year 2012. Partial objective of the empirical research has been represented by the identification of key environmental performance indicators. Companies classified according to the legal forms of their businesses have been selected from the compiled database of companies and personally visited: 42 joint stock companies, 35 limited liability companies, 1 association and 1 state-owned enterprise classified in CZ-NACE in the processing industry, i.e. 79 companies with the number of employees over 250 according to the EU-criterion. From the ownership perspective, out of participating 79 companies 44 companies (55.7%) are in the exclusively domestic ownership, 35 companies (44.3%) are both subsidiaries of multinational corporations and companies with foreign investor.
Empirical research has focused primarily on the manufacturing companies: i.e. manufacture of electrical engineering, engineering, medical products-31 companies (38.5%), electricity, gas, water and waste processing -12 companies (15.4%), foundry production -11 companies (14.1%), manufacture of textiles and leather -9 companies (11.5%), manufacture of chemicals -8 companies (10.3%), and manufacture of food products -8 companies (10.3%). Manufacturing companies have been deliberately selected for the reason of comparability of data; moreover, these are companies with strong field of action not only in the social and economic dimension, but also in the environmental field as regards the relationship to voluntary management instruments (see Table 1 ).
Method of selection of the investigated objects, i.e. companies, we can characterize as for a specific purpose and, moreover, based on a voluntary basis. But, as Reichel states, this is not considered insufficient in the qualitative research, because the ambition here "is not the representativeness, so ... the implementers consider such selection procedure reasonably as appropriate" (Reichel 2009 ).
From the voluntary management instruments in the companies of processing industry, the standard ISO 9000 is used with 89.9% of the companies, followed by the standard ISO 14 000 with 55.7%, although from the total number of companies it has been introduced only in half, the same also applies to the OHSAS 18000 48.1% and MRP 48.1%. The companies consider the other voluntary instruments for management less significant.
Research methodology
Methodology of determination of the environmental indicators took place in several stages.
The initial determination of the environmental indicators was based on the resources from the Global Reporting Initiative, EMAS III, and the International Federation of Accountants (GRI 3.1 2011; CZO 2012) . Furthermore, the research dealt with environmental indicators which were published in the Statistical Environmental Yearbook of the Czech Republic (CZO 2012).
The selection of environmental indicators and related analyses was preceded by calculation of descriptors for each input variable.
To identify relevant indicators, selected sample of companies in the processing sector was asked: "Which environmental aspects, associated with the protection of environment, are significant and insignificant for the performance?" and "Which environmental aspects, associated with the use of natural resources and raw materials (including energy), significantly affect performance?". Respondents could express the fact of monitoring of the indicator in a range from "Yes" (4) to "No" (1). The questionnaires showed that for the companies the monitoring of the generation of waste was significant in 91.1%, including hazardous waste in 70.9%, emissions to air in 64.6%, discharging of waste water in 59.5%, smell, noise and vibration in 53.2%. Insignificant were the influence on landscape in 58.2% and effects on soil in 60.8%; however, some companies claimed monitoring of these aspects. Following the question, related to the use of resources and raw materials, the response indicated that the companies monitored the consumption of raw materials and consumables in 78.5%, power consumption in 69.6%. The response to the indicator relating to water consumption (36.7%) and gas consumption (35.4%) and consumption of heat (24.1%) was most varied.
To the question "Which environmental indicators are monitored?" the respondents stated indicators used as environmental performance standards. The answers to this question confirmed the relevance of these indicators: -energy efficiency: energy consumption (primary sources) 93.7%, -effectiveness of the material consumption: consumption of raw materials and consumables 91.1%, -waste management: total quantity of waste 82.1%, hazardous waste 76.3%, -water management: water (total water consumption) 75.9%, total quantity of discharged water 52.7%. A surprising result was the indicator of emissions to air, the respondents monitored emissions only in 37.5% for NOx, SOx and other significant emissions, 39.7% made the total emissions of greenhouse gases; that did not match with the previous question on environmental aspects. The companies did not care about biodiversity indicator in 69.1%. Other relevant indicators of the impact of the company activities on environment were the compliance with laws and regulations, the companies considered that as the most important indicator in 93.7%, fines and penalties 78.2% and traffic 68.8%.
The empirical research further tested the statistical significance (T-test) of the legal forms of companies or industry in relation to the environmental aspects of the performance; nevertheless, the testing did not provide any statistically significant results, in fact, there was no factual relationship between these factors (Field 2009; Meloun, Militky 2002) . Identically, whether an owner of company was a foreign or domestic body did not indicate any influence on the relationship of the companies with their environment (see Table 2 ). Testing the significance of the relationship between the owner of the company and position on the environment indicated an indirect transmission through voluntary management tools. Companies with foreign owners more often established standard ISO 14000 than companies with domestic owners (statistically significant, t(75) = -2.1, P < 0.05, the strength of the effect, r = 0.24). Still more often, companies with foreign owners introduced a management system for production planning and inventory (statistically significant, t(77) = -2.9, P< 0.05, the strength of the effect, r = 0.31). With other management instruments there were no differences between companies with domestic and foreign owners.
The perception of the significance of the environmental aspects (reduction of environmental impact, sum of the environmental indicators) in reference to the performance of the company was not affected by whether the company introduced ISO 14000 or not (see Table 3 ).
Application of ISO 14000, however, has a consequence for a particular conduct in the company concerning the relation to environment, i.e. that the company with ISO 14000 (compared with company without this standard) is trying more hard to reduce its impact on environment and, consequently, also to monitor more indicators relating to environmental performance. Using regression analysis, we are interested in how many more indicators the company will track if it has ISO 14000. For the formulation of dependencies we choose the simplest linear regression function 1 2 y x = β + β for Model 1 and Model 2.
Significance of the correlation coefficient R from Table  4 , the estimates of regression coefficients (β) with P-values from Table 5 , and the standard error (Std. error) from Table  4 indicate by how much -according to the regression modelthe monitoring of the environmental indicators would be increased in the company with implemented ISO 14000.
Significance of the correlation coefficient R from Table 6 , estimates of the regression coefficients (β) with P-values from Table 7 , and the standard error (Std. error) from Table 6 indicate by how much -according to the regression model-the monitoring of the environmental indicators would be increased in case of the ISO 14000 introduction to the company.
The results of regression analysis indicate that in case of the standard ISO 14000 introduction the company will seek to reduce the impact on environment in one more additional area and will also monitor, moreover, about two more environmental indicators.
Results of testing the significance (T-test) of the relationship between by ISO 14000 and whether the environmental aspects increased or improved performance are presented (see Table 8 ). Companies with established ISO 14000 stated that environmental aspects established in their companies increased competitiveness, e.g. possibility to participate in selective proceedings of government contracts, in the remaining questions the influence of ISO 14000 was not identified (statistically insignificant).
Results and discussion
Key Performance Indicators (KPIs) are the essential assumptions of measuring environmental performance. The environmental performance indicators provide quantitative forms of a feedback reflecting the results in the framework of the corporate strategy. Environmental indicators, which particular company develops and informs about them in internal or external reports, always depend on the company strategic priorities, mirroring the unique character of every company. Key environmental indicators for the companies in the processing industry to measure performance are proposed (see Table 9 ).
Key performance indicators can help companies to plan and manage their environmental priorities, in particular, when the indicators are focused on the core business strategy, by means of operational plans, which include performance targets. The most important is to recognize what is measured, what is controlled, and important fact is that the measures create value for the company and its stakeholders.
Environmental indicators should be chosen by the company itself on the basis of their relevance and in terms of its strategy, these performance indicators should help companies to demonstrate progress towards the objectives of sustainability and ensure that they cover their environmental, social and economic impacts. Use of key performance indicators can be challenging in a particular organisational context. Prior to company decision as regards the establishment of scales of key performance indicators, it is necessary to understand how they can be best used and integrated into internal management and how they can help and support sustainable reporting. Managers must consider how to present the key performance indicators in their internal and external reporting. Identification and selection of key performance indicators depend on the context within the company and industry.
In the event that the company is of the opinion that some of selected environmental indicators are not relevant for evaluation of the performance, then it does not have to include such indicator in the overall evaluation of the performance.
Conclusions
Key performance indicators (KPIs) may help the companies to plan and control their priorities. The proposed environmental indicators should serve for the evaluation of ESG performance and they should meet some basic requirements: clarity, simplicity, real verification of data for their determination, taking into account the comprehensive problem and representativeness. The indicators should include the essential and characteristic features of ESG performance.
Environmental indicators have been selected from a wide range of performance indicators on the basis of the above available international sources. The proposal of environmental indicators and analysis were preceded by the calculation of descriptive characteristics of the individual variables. Descriptive statistics of all initial input indicators have been carried out, because certain specific variables have impact on the outcome of the methods in the follow-up phase and they can be revealed already in the descriptive statistics of the indicators.
These modifications have been preceded by one-dimensional analysis of all the variables with use of statistical methods and two-dimensional analysis; furthermore, the interrelations with T-test have been tested and correlation analysis has been employed.
The objective of the contribution is the construction of key environmental performance indicators. Empirical research deals with the selection of environmental performance indicators for CZ-NACE sector-manufacturing industry. ESG indicators quoted in an integrated reporting can provide relevant information, and even over time. Total amount of land owned, leased, or managed for production activities or extractive use in square meters x 100 divided by the area of SCIs in hectare (according to Natura 2000 Sites).
Continued Table 9 The result of empirical research is the formulation of environmental indicators, which shall form the part of ESG performance indicators. Key Performance Indicators are formulated for companies involved in the manufacturing industry, according to CZ-NACE, with the use of statistical methods. Measurement of environmental indicators involves quantitative indicators requiring the information linked with company performance. Environmental performance indicators include: EN1-Energy, EN2-Materials, EN3-Waste, EN4-Water, EN5-Emissions, EN6-Investment. Additional indicators: EN-Compliance, EN8-Significant environmental impacts, EN9-Biodiversity.
The primary and crucial basis of the conception is the reporting of real-life conditions, their good knowledge, gathering of empirical data, when mainly the values of the mentioned ESG factors come to the fore, for the individual phases of the economic, environmental, social and corporate governance performances, while not only their values, but also their roles and priorities, content and functions and mutual interaction are monitored, and based on them formulation of proposals and methodical procedures as benefits to help boost company performance. Identification of measurable and relevant objectives for sustainability and appropriate metrics are a matter of the utmost importance.
